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Tips for Busy Readers
S. Madonna Kabbes, C.P.A.

BUSINESS INCOME IN ACCOUNTING
AND ECONOMICS, by Emily Chen Chang.
The Accounting Review, October, 1962.
Vol. XXXVII-No. 4—p. 636-44.

serve, and think through a problem will he
develop the requisite abilities to further his
career.
The trend in management functions is to
ward more centralized planning and an organi
The concept of business income from the zational structure which provides for lowerviewpoint of the accountant is contrasted with level decisions, and indeed many of those
such income as viewed by the economist. The formerly made by middle management, to be
money concept of the accountant is concerned reduced to routine procedures. Improved pro
with the residual amount which results from gramming techniques make this possible;
matching the revenue realized against the costs quantitative data may be set up as a mathe
consumed. The accounting concept thus em matical model and the problem solved sys
phasizes “objectivity” and “accuracy.”
tematically, rather than relying on guesswork.
The economist thinks of business income Such changes mean the top-level, far-reaching
as accruing as soon as there is an increase in decisions which are made by management will
net worth; he thinks in real terms, as disclosed demand a type of training far broader and
by balance sheet valuations. When the econo more comprehensive than that being offered
mist defines business income as—“the maximum in many areas today.
amount which the firm can distribute as divi
In considering the university programs for
dends and still be as well off at the end of the education of the future management ac
the period as at the beginning,” he is em countant, the author discusses the level of
phasizing the “subjective” and “tentative” as competence to be attained in such a program,
pects of such income.
the method of recruitment and selection of
Examples are given to show the effect of students, and the scope and emphasis of the
these viewpoints on the computation of busi university curriculum.
ness income under conditions of certainty,
Feeling that vocational training cannot be
under conditions of uncertainty, and under accomplished as well in the university as on the
conditions of inflation.
job, the author would have at least the first
The author includes the following comments two years of the university program devoted
in her final conclusions—
to a study of “those things which every
“ (1) Because of changes in business pros citizen ought to know.” Included in this group
pects, we have the problem of ac ing would be the physical and biological, as
cretion versus realization as the well as the social sciences, mathematics, Eng
criterion for income recognition.
lish, philosophy, language and literature.
(2) Because of changes in expectations,
General education for business he suggests
we have the problem of inclusion be divided into two levels: analytical methods
versus exclusion of unexpected gain. in business, and business institutions and func
(3) Because of changes in price level, we tions. Basic accounting, statistics, economics,
have the problem of real income mathematics applicable to business problems,
versus money income.”
linear programming and decision theory would
Since we live in a world of constant change, be included under the first grouping; the tradi
the author feels these basic differences will tional business functions of marketing, produc
not be resolved, and as a result accounting in tion, finance and personnel would be covered
come and economic income will not be in in the study of business institutions and func
tions. Such a program to be effective must
agreement.
have the materials skillfully integrated; this
EDUCATION FOR THE MANAGEMENT must be carefully planned or the “entire edu
ACCOUNTANT, by W. J. Vatter. N.A.A. cational program becomes a maze of unrelated,
Bulletin, October, 1962-(Section 1). Vol. pigeon-holed ideas.”
XLIV-#2—P. 19-28.
As to specific courses in the field of con
The author criticizes present-day education centration, if it is recognized that much of
and compares it to a “sponge-soaking” process the education of the management accountant
in which the student is expected to absorb will take place on the job, then there is no
material presented through textbook and lec need to try and include a great deal of
ture. He feels education must take place “in specialized training in the formal program.
The author concludes with this statement—
side” the student, and only as he is placed in
situations where he is forced to analyze, ob “Education is, indeed, everybody’s business.

We should all do whatever we can to make it
what it should be. Therein lies the future of
accounting, of business management, and of
society.”

SEVEN DEADLY DANGERS IN EDP, by L.
R. Fiock, Jr. Harvard Business Review, Vol.
40, No. 3. May-June, 1962. P. 88-96.
Recognizing the great perils as well as the
potentials that exist in anything as new and
complex as electronic data processing, this ar
ticle sets forth some of the dangers manage
ment should be aware of in setting up and
evaluating an EDP system.
Unless a well planned program of manage
ment improvement has been worked out in
advance, there is danger that the equipment
procured will be of the wrong kind; as a
result the limited application and the low
utilization will make the costs excessive. Failure
to recognize the shortcomings existing under
present operating policies before embarking on
an EDP installation can prove to be a costly
error.
Shall the “service” basis or the “control net
work” approach be followed? Under the former
plan managers use the computer as they see
fit in their own functional areas; under the
latter, a single operations control system is
worked out to service the needs of all depart
ments.
Largely because they fear loss of control in
their own area, the installation of EDP is often
resented by the middle management group.
The mere fact that computer programing re
quires precise written instructions on matters
of policy and procedure which they are accus
tomed to handling verbally, adds to their
distrust.
Since expansion in the field of computer in
stallations has been so rapid, securing ade
quately trained staff members becomes a real
problem. Members of the business-methods
staff must have “operating experience, knowl
edge of conceptual organization objectives and
relative freedom of thought.”
Splitting the methods and programing staff
into two groups may do much to alleviate the
danger of poor staff location. With this ar
rangement any deficiency in either program
ing or methods should come to the attention of
top management early enough to allow for
correction.
To evaluate the results obtained by com
puter installations by considering cost-savings
alone is a poor basis. A more effective and far
reaching goal is to strive for improvement in
effective coordination among all functions.
Good indicators in measuring success include
“reduced inventories, reduced shortages, per
sonnel reductions, increased flexibility in han
dling orders, and product changes.”

Continual analysis is necessary. Members of
both the operating and control staffs must
work together very closely if the above dan
gers are to be avoided, and EDP installations
are to prove successful.

THE COST OF CHANGE, by Louis W. Matu
siak. The Illinois CPA, 1962 Autumn Issue,
Vol. XXV, No. 1-p. 1-6.
Greater participation in a program of con
tinuing professional development is mandatory
if the CPA is to be ready to meet his responsi
bilities and fulfill his function in the economic
life of society. Technical proficiency is no
longer adequate; if the profession is to be
recognized as a learned one, then its members
must combine the technical with the interpre
tative phase, and be prepared to function in
the various interrelationships which exist in
the entire social structure.
The author, who is the director of the di
vision of professional development of the
American Institute of CPAs, finds it discon
certing that only 3.74 per cent of the estimated
number of CPAs in the United States partici
pated in the professional development courses
offered through the Institute during 1961.
The attitude of individual members, both
those entering the profession and those of
considerable experience, must change if the
long-range and the immediate goals of this
program are to be achieved. The 1961 report
of the Board of Managers included this com
ment—“We CPAs ourselves are the problem
area. Too many CPAs seem to think that pro
fessional development is wonderful and most
necessary—for our fellow CPAs but not for our
selves.”
The amount spent on professional develop
ment should be classified as a cost, not an
expense, and budgets should include such
allocations of time and dollars if members are
to keep pace with changing times. Mr. Carey,
the Executive Director of AICPA compares
such “reinvestment” for growth to that which
is made by most American corporations who
reinvest a part of their current earnings in
future expansion. He cites knowledge, skills
and reputation as among the more important
capital assets of professional firms, and main
tains a part of current income must also be
reinvested in staff training and broadened
knowledge, if such assets are to expand and
contribute to future income.
Studies show the larger public accounting
firms have recognized this problem and are
currently spending 8 to 11½ per cent of their
gross earnings on professional development.
Similar action must be followed by all members
if the correct image of the CPA is to be pre
sented and accepted by the entire economic
community.

